Typical Internet Auction 
or Other eCommerce Transaction 
FIGURE 1 



(a) Seller Uploads Listing 



SHEET 1 



(c) Buyer Places Bid / Order 




-(f) Seller Ships Item- 



Bonded or Guaranteed 
Internet Auction or Other 
eCommerce Transaction 
FIGURE 2A 



(c) Logo (HTML) Signifying Bond 
or Guaranty Is Added 

to Auction Listing or (a) Seller Uploads Listing 
Other eCommerce Listing 
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1 (f) Seller Sends Payment Info— 

(g) Buyer Sends Payment — 

(h) Seller Ships Item 



SHEET 2 



Overview of Typical Guaranty Process 
FIGURE 2B 



Seller lists auction t< 
guaranteed 



Seller registers 
with Site (FIG. 
4A) 



Seller lists auction, 
follows Application 
Process (FIG. 5); Seal 
added to auction listing 



Potential Bidder follows 
Verification & Coverage 
Activation Process 
(FIG. 11) 




Claim resolved 
through Claim 
Process 
(FIG. 12A) 



Transaction \ __ 
completed J 



Typical Internet Auction SHEET 3 

or Other eCommerce Transaction 
Using Escrow Service 
FIGURE 3 



HTML Document(s) Offering Item, 
such as an Internet Auction Listing 
302 



(a) Seller Uploads Listing (b) Prospects View Listing / Ad 



(c) Buyer Places Bid / Order 



(k) Escrow Forwards Payment 
to Seller 



(g) Seller 
Arranges 
Escrow 



(h) Seller Ships 
Item 
to Escrow 



Escrow 
Service 



Seller 
301 I 




303^j vj 503 ^ 
Prospective Buyers / Bidders / Buyer 

1 

1 (d) Seller Sends Payment Info 1 



— (e) Buyer Requests Escrow— 
—(f) Seller Agrees to Escrow — 



— (i) Buyer notified of Escr 



— 0) Buyer Sends Payment to Escrow Service— 



-(1) Escrow Forwards Item to Buyer- 



Registration Process 
FIGURE 4A 



SHEET 4 



User enters and 
submits personal 
info and agrees to 
User Agreement 



New record is 

created in 
Registered User 
Database 



Digital Bond Seal 
FIG. 4B 



[Compariy]>Bcmd Valid Only forbids Placed / Purchases 

from Seller JohiiDoe on Monday, 3/8/02 

YOU MUST CLiCK'SELOW TO^CTIVATE FREE 
PROTECTION FOR YOUR BID / PURCHASE — 



Verify that This Bond Covers This Seller and Activate Your Protection 

By Clicking Here: htt p://www.COMP AN Y .com/bonds/. .. .X32Bq9 
* Contact Us If This Seal Has Expired or Is Being Displayed by Anyone 
Other than the Seller Identified at the Above Link * 



Email with 
Confirmation 
Code sent to 
User 



User retrieves email, 
returns to Site, enters 
Confirmation Code in 
appropriate location 
and submits 




Digital Guaranty Seal 
FIG. 4C 



f Membership A 
V. established J 



[Company] Guaranty Valid Only for Bids on eBay Auction 

11987566 placed on Monday, 3/8/02 

JH16J94 

YOU MUST CLICK BELOW TO ACTIVATE FREE 
PROTECTION FOR YOUR BID / PURCHASE 



Verify that This Auction Is Guaranteed and Activate Your Protection 
By Clicking Here: htt p://www.COMP ANY.com/bonds/....JH16j94 
* Contact Us If This Seal Is Being Displayed for Any Other Auction 
or Has Expired * ^ 



Application / Contract Formation Process 
FIG. 5 
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Registered User 
logs on 



SHEET 5 




1 



— Card charged; create new 
record in Bonds Database and 
unique Seal 




Applicant submits info; 
___new record created in 
Applicatons DB 




User submits email 
address and password 



. Create new record in Guaranty 
Database and unique Seal (first time 
only); CGI script adds HTML to 
auction listing 




No formal bond issued, 

-Yes ^| provisional expires; 

notify User 



Issue formal 
. bond; notify 



SHEET 6 

Automated Bond Application Review Process 
FIG. 6 




SHEET 7 

Automated Guaranty Application Review Process 
FIG. 7 






Assign Risk y 


0 ► 


Exposure Level 



Assign Risk 
Worthiness Level 
Based on 
Experience 
Rating, Credit 
and App. 




vent:\ 



/Receive triggering event:\ 
y discovery of fraud, etc. J 



SHEET 8 




Flagging Process 
FIG. 8 



Send to 
Experience 
Rating Process 



Staff member 
investigates and 
verifies event 




Staff creates new 
record in the 
Flagged Individuals 
Database 



Staff enters all ^ 

available 
information on 
flagged individual 
and event 



Experience Rating 
formula renders 
current value 



Company receives 
triggering event 
re: Registered 

User (claim, etc.) 




Staff member 
verifies triggering 



Staff creates new record 
in Notes DB; enters info, 
assigns value in Negative 
History field 



SHEET 9 



Experience Rating Process 
FIGURE 9 





Yes 

1 ^ 


Staff creates new 




record in Notes 




Database; enter 




info 





Experience 
Rating formula 
renders new value 



Terminate outstandingX 
vbonds or guaranties? / 



Appropriate action 
automatically taken 
(cancellation, 
notification, etc.) 




Sample Guaranty Verification 
& Activation Page 
FIGURE 10 



SHEET 10 



Guaranty Verification and Activation Page 
Welcome to [Company] 

This page certifies that the following sale is guaranteed under the [Company] electronic guaranty 
program. Please verify that the page you are viewing is being hosted on the [Company] site, at 
www.company.com, and that the auction you wish to bid on is the auction identified below. 

Auction Site: eBay 
Auction #: 11987566 
Seller: JohnDoe 

10 

Guaranty #: JH16j94 

Guaranty valid for bids placed on: Monday, 3/8/02 




To activate coverage for your purchase under this guaranty, please enter the URL of the web page where 
the guaranty seal is being displayed by this seller: 



Then provide your email address: 



Upon submission of the requested information, you will receive a confirmation email which will 
include information which you must submit if you wish to file a claim under this guaranty. 
Therefore, be sure to keep the confirmation email as proof of your coverage activation. 



SUBMIT 



Bond/Guaranty Verification & 
Coverage Activation Process 
FIGURE 11 



SHEET 11 



User visits the 
Reports page, 
submits info 




Potential Buyer 
submits requested 
info 



New record created in appropriate 
Activations Database; Protection 
under bond/ guaranty activated; 
email confirmation 




Bond/Guaranty Claim Process 
FIGURE 12 A 



Seller fails to 
perform 



SHEET 12 



Buyer requests 






refund from 


^1202 


Seller 






Buyer visits Claims Page, registers if ' 
not registered already, submits info; 
record created in Claims Database 




Confirmation of 

resolution 
understanding 
email sent to 

Buyer and Seller 



> 


Company notifies 
Buyer and Seller of 


< ■ 1 







Company follows 
Claim Payment & 
Collection 
Sub-Process 



Claim Payment & Collection Process 
FIGURE 12B 



SHEET 13 




Seller pays and d 

-Yes <^not dispute credit 

\card charge? 



Staff initiates 
Experience Rating 
process with this 
claim as triggering 
event 



Seller account 
suspended from 
all activity 




Company notifies' 
auction site or ISP 
involved 



End of Process 





Company pursues 
legal action 





SHEET 14 



Claim Dispute Process 
FIGURE 12C 



Claim received from 
Claims Process 



Staff requests 
documentation of 
Seller's dispute 



^/Seller agrees to^ 

provide support for 
"\ dispute? / 




Seller visits Claim 
Dispute page, submits 
info, which is stored 
in claim record in 
Claims Database 



Staff contacts 
Buyer for reply 




Buyer submits new 

info she wants 
considered, added to 
claim record 


► 



/Seller's argument\ 
\ rebutted? / 



Result: Claim 
Upheld 



Result: Claim 
Struck 



(Return to Main\ 
Process J 



Staff contacts 




Seller submits 
new info she 
wants considered 


Seller for reply 


► 






V. 


No 




/^yer's\ < -- 






x argument 
\rebutted?/' 

r 

Yes 



Revenue Models 



SHEET 16 



FIGURE 14A 



Seller pays 
company for Bond 




Company pays 


1 


► 


claims 




or Guaranty 







Seller reimburses 
► Company for 
claims paid 



FIGURE 14B 



Sellers list 








auctions, get free 
guaranty, agree to 




Bidders click 
through to 
activate guaranty 


1 


reimburse 
Company for 


► 




defaults _^ 
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Advertisers pay to 
advertise on Guaranty 
Activation Page pay 



Seller reimburses 
Company for 
claims paid 



Company pays 
claims 



FIGURE 14C 



Sellers list 
auction, agree tc 

reimburse 
Company; Seal 
added to listing _ 



FIGURE 14D 



Seller applies 
directly to auction 

site for bond or 
guaranty and agrees 

to reimburse 
Company for claims 
paid 



Bidders click through 
Seal and pay to 
activate guaranty 
coverage for each bid 



Company pays 
claims 



Seller reimburses 
Company for 
claims paid 



Sellers pt 
auction s: 



Auction site pays 
Company 



Seller reimburses 
Company for 
V_ claims paid 



Company pays _ 
claims 



Overview of Electronic 
Collateral Reservation Process 
FIG. 15 



SHEET 17 










Notes Database, 






prevent new bond 






purchases 


~V_- 1517 


15 



Example Timelines 
FIG. 16A 



SHEET 18 



Approval of Bond 
Application 



End of Latest Ending 
Claim Period 



—Risk Period- 



Begin End 
—Bond Coverage )» 



Release Pre- 
Authorized Funds 



Automatic Bond Renewals 



Begin 



—Bond Coverage Period- 



Begin End 
1612 — 

— ^Auction — 



4- 



Begin End 



Claim 
Period 



—Delivery Period ^- 
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Overview of Bidder Bonding & 
Bidder Deposit Account 
Creation Process 
FIG. 19 





Periodic checks of 




Standard bond 


card validity 


« 


issued 




-1919 





User selects 
^ Yes > desired bond 




'V-1909 



Suspend 




bond and 




handle as 


K 


described 




elsewhere 


^\ — 1912 





Follow re-preauthorization 




cycle (see FIG. 15), 




suspensions, etc., as 


-1913 


described elsewhere 



Summary of Exchange and 
Default Scenarios 
FIG. 20 




Notify bidder of 

charge, send 
item to bidder if- 
desired 



1 




Goto 
Bond/Guaranty 
Claim Process ^ 
(FIG. 12A) 
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